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KEY ECONOMIC INDICATORS 2/ 


Exchange rate as of April 1974 
£1.00 = $2.39 
Income, Production, Expenditure 
Average Annual 
5 % Change Rate of Growth 
Current Prices(Billions of £) 1971 1972 19732/ 73/72 73/71 

Gross National Product 2 48. 54. 62. 15. 14. 
Gross Domestic Product 2: 48. 356 S25 13% 14. 
National Income 43. 48. 29 hs is. 
Personal Income 47. 33. 61. 15. 1D. 
Income from Employment 33. 37. 42 14. 13. 
Consumers' Expenditure 34. 39. 44. LS. 14. 
Total Current Expenditure 44, 49. Dis 14. 14. 
Saving 3. 5. 4. 28. ees 
Plant § Equipment Investment 5S. 6. 8. 20. oes 


SIK WwO FW SI WW OC 
SNneohwt &wW 
Ke OmrePOoOaMmwO Fe Oo 
OANINN NY WN LS CO 
OAK AII CON & 


1970 Prices(Billions of bk) 

~ Gross National Product 44, ‘ 47. 
Gross Domestic Product 43. ‘ 46. 
Consumers' Expenditure ozs : 3D 
Plant § Equipment Investment 5. : Ds 


Indexes 
Industrial Production 100. 102. 110. 
(1970=100) 
GDP (1970=100) 101. 104. . 
Retail Sales (1971=100) 100. 105. 110. 


Employment, Wages 


Unemployed (thousands) 758. 844. 
Unemployment Rate Ds Ss 


Indexes 

Hourly Wage Rate 88. 
(7-31-72 = 100) 

Hours of Work (1962=100) 84. 

Earnings (1970=100) iZ3. 

Unit Labor Costs (1970=100) 109. 

Average Labor Productivity 103. 
(1970=100) 


Money, Prices 


Money Supply (Millions of bk) / / / 
M1 3/ 10,820 2 12,3802’ 13,1002 
m3 4/ 20,240 2/ 25,9302/ 33,1602/ 


Minimum Lending Rate®/ 5 9.0 13.0 


Treasury Bill Discount Rate®/ ‘ 8.3 12.4 
Sterling CD's®/ 9.0 15.9 


Indexes 
Retail Prices (1962=100) 153. 
Wholesale Prices//(1970=100) 109. 
Implicit GDP Deflator 8/ 110. 





KEY ECONOMIC INDICATORS LY 


Exchange rate as of April 1974 
£1.00 = $2.39 Average Annual 
% Change Rate of Growth 
1971 1972 19732/ 73/32 73/71 
Balance of Payments, Trade 
Foreign Exchange Reserves 
and Gold (millions of b) 2526 2167 2237 
Trade Balance (millions of £) 285 -677 - 2375 
Current Balance 1067 69 -1468 
Exports (FOB) 
(millions of bk) 8796 9134 11435 
U.S. Share (percentage) 11.85 12.38 12.13 
Imports (FOB) 
(millions of b) 8511 9819 13810 
U.S. Share (percentage) 11.8 10.5 10.1 


Main Imports from U.S. (millions of b) 
Machinery (non-electrical) 246 254 


Electrical Machinery 90 115 
Manufactures (miscellaneous) 62 79 
Transport Equipment 102 88 
Cereals §& Cereal Preparations 70 74 


FOOTNOTES 

1/Sources: Preliminary Estimates of National Income and Balance of Payments 
1968 to 1973, March 1974; National Income and Expenditure 1973; Bank of 
England Quarterly Bulletin, March 1974; Department of Employment Gazettes, 
December 1973 and March 1974; Trade and Industry, March 28, 1974. 


2/Provisional 


3/M1 is defined as notes and coins in public circulation, plus demand deposits 
minus 60 percent of transactions in process of clearance. 


4/M3 is defined as Ml plus time deposits, deposits with discount houses, other 
currency accounts and public sector deposits. 


5/End of fourth quarter figure in quarterly series. 
6/Rate on last day of respective year. 
7/Output index -- i.e., manufactured items produced for domestic market. 


8/An official GDP deflator index is not published in the U.K. This is a rough 


calculation by the Embassy using the ratio of nominal to real GDP 
(1970 prices). 


9/At factor cost. 





SUMMA RY 


The prospects for the British economy in 1974 are poor. After a 
boom in 1973 that began to fade at the end of the year, the energy 
crisis and labor problems led to limitations on use of power by 
industry, reducing output substantially in the first quarter of 1974 
and diminishing prospects for economic growth this year. Most forecasts 
indicate that there will be no real growth in Gross Domestic Product (GDP), 
and that unemployment is likely to rise. Inflation is also a major 
concern. The oil price increases, rising commodity prices, and the 
operation of the escalator clause in the present wage/price control 
program probably mean an inflation rate of 15 percent or more in 1974. 
This could be exacerbated if the union restraint on wage demands, 
worked out between union leaders and the new Labour government is not 
maintained. The U.K. also faces a large current account deficit, due 
to the oil price increases, to excess demand in 1973, and to the supply 
constraints of the three-day work week. 


There is a new Labour government which does not have a Parliamentary 


majority. The British economy can be viewed as in a transitional 
period; the direction in which it is heading is not completely clear, 
but slower growth and weakened business confidence appear likely. The 
government economic policy, enunciated in the March 26 Budget Speech, is 
cautious about reflating demand, trying to restrict domestic consumption 
and move resources to the export sector. This strategy depends on 
export markets as well as union cooperation. If it fails, Britain could 
well be heading towards a period of recession in late 1974. 





CURRENT ECONOMIC SITUATION AND TRENDS 


1973 Boom and 1974 Prospects Severely Disrupted by Oil Price Rises and 
Three-Day Week 


1973 was a boom year for the British economy, though by September 
economic activity had begun to slow down, partly as a result of shortages 
of labor and materials. GDP increased by almost 16 percent in current 
prices and by 5.9 percent in real terms. All other economic indicators 
also show 1973 as a year of exceptionally strong growth in the U.K. The 
boom was initially led by consumers' expenditure which increased by 4.4 
percent in real terms. Retail sales rose by 4.6 percent, but tailed off 
markedly at the end of the year. The government's aim was to shift the 
emphasis to exports and investment, and it did have some success in these 
areas too. 


The economy began to show signs of strain after mid-year, as there 
were increasing reports of labor and materials shortages. This was one 
factor in slowing growth in the final quarter of the year. However, until 
October, the economy seemed poised for a "soft landing"; growth was 
expected to slow but continue at a more moderate rate, one which the 
economy could sustain. 


However, the oil price rises and the 13 week industrial slowdown 
resulting from the coal miners' industrial action have considerably 
weakened the U.K. economy and its prospects for 1974. The primary problem 
at present is industrial recovery from the 13 week period during which 
industrial power consumption was limited to 60 percent of normal because 
of the coal miners' slowdown/strike. Industrial production did not fall 
by two-fifths as one might suppose because many industries were able to 
find more efficient ways to use power and labor. (The labor force in 
many industries was highly cooperative in trying to maintain output near 
normal.) Industries also drew heavily on inventories to maintain their 
supplies of raw materials and other inputs. 


Nonetheless, industrial production did fall by 10-15 percent. The 
next three months will be a period of recovery. Companies must restock 
their inventories, fill old orders, rehire labor, and bring production 
capacities back to normal. Since many critical materials, such as steel, 
are in short supply, this will take time. Company cash-flow problems may 
also inhibit a speedy return to normal production. While output in many 
industries fell, costs did not fall as much because of labor contracts in 
many industries guaranteeing five-days' pay to workers, as well as a 
tendency in some firms not to lay off skilled labor. Thus, there is 
feared a squeeze on companies' cash-flow position which could slow the 
build up of materials and rehiring of labor, slowing a return to normal 
output capacity. Price code regulations prevent industries from raising 
domestic prices to deal with this problem, and new, tighter price rules 
announced in March may further exacerbate liquidity problems in distribution 
and retail trade industries. 





Investment was high in 1973 and prospects were good for 1974 prior to 
the coal/oil problems. Surveys indicated intentions of increasing invest- 
ment by over 10 percent this year. The extent to which shaken business 
confidence will deter or defer investment plans is not yet clear; this 
will have a strong bearing on economic growth in 1974 and beyond. 


Inflation 


The rate of price increases remains a major problem. Retail prices 
rose over 9 percent in 1973, and much inflation was probably suppressed by 
the wage/price limit program. A major influence last year was rapidly 
rising world commodity prices, as the U.K. is dependent on imports for food 
and industrial raw materials. Food prices rose by about 20 percent, and 
all imported items for direct consumption rose by about 18 percent; at 
the same time, domestically produced items for direct consumption rose by 
17 percent. Another influence was probably the high rate of economic 
activity which, towards the end of the year, culminated in excess demand 
putting some upward pressures on prices. 


Prices were also pushed upward by wage rises, though during Stage 2 
of the wage/price program which lasted from February to October 1973, wage 
demands were moderate. Stage 3 set higher limits to wage increases and 
included many special provisions which allowed settlements over the 
limits. The hourly wage index shows a rise of 14 percent over the year 
1973. Part of this rise comes, however, from so-called "wage drift", 
indicating a very tight labor market in which upward job mobility is high. 


Monetary policy also contributed to the inflationary tendencies in 
the economy. Growth of credit was rapid, and the broadly defined money 
supply grew at over 25 percent. The Bank of England attempted to restrain 
credit growth, first by tightening policy and raising interest rates 
(present prime lending rate is over 13 percent) and later by direct action 
to restrict the growth of credit. Short term money market and interest 
rates rose steadily throughout the year following the tightening of 
monetary policy and probably also reflecting expectations about inflation. 


Price rises continued to accelerate in early 1974 despite the 
industrial slowdown. Much of this can be attributed to the large increase 
in oil prices (the U.K. is totally dependent on imported oil at present) 
and to escalating wage claims. The coal miners' settlement was far in 
excess of Stage 3 limits, and this will feed immediately into rises in 
the price of electricity, coal, and steel. While the Trades Union Congress 
(roughly the U.K. equivalent to AFL/CIO) will endeavor to restrain wage 
demands in recognition of certain social programs introduced by the new 
Labour government, there is some question as to its power to control its 
members. 





External Sector 


The pound has been "floating" since June 1972 and the current Labour 
government, as the Conservative government before it, has no intention of 
setting a new par value or central rate for the foreseeable future. 

During the second half of 1973, sterling generally moved downward vis-a-vis 
the dollar as well as other major currencies. At the end of December the 
pound stood at $2.32, compared to about $2.45 at the end of August. The 
mean effective depreciation of sterling against major currencies since the 
Smithsonian Agreement (December 1971) was 18-1/8 percent in the fourth 
quarter of 1973, compared to 11 percent in the second quarter of 1973. 

In January, sterling fell rapidly and reached an all time low against the 
dollar of $2.1750 but has recovered and is now back to levels of $2.40 

in early April 1974, with an effective depreciation against major 
currencies of about 16-1/2 percent. Much of the recent strengthening of 
the pound reflects demand for sterling to meet payments for oil and 
general market approval of the new government's method of financing the 
U.K. oil deficit by raising $2.5 billion on the Eurodollar market and 
increasing its swap lines with the New York Federal Reserve from $2 
billion to $3 billion. 


The U.K. is obviously concerned that the exchange rate neither falls 
too far nor rises too high against its major trading partners. The 
current account was in deficit by £1,468 million in 1973 compared to a 
surplus of £69 million in 1972. The trade deficit was a record b2,375 
million (s.a.) compared to a deficit of L677 million in 1972. Much of 
the current account deficit was offset by public sector borrowing in 
international markets and other capital inflows, so that in 1973, U.K. 
reserves rose by 4210 million, and stood at h2,237 million ($6,476 million) 
at the end of December. 


The balance of payments outlook for 1974 is very gloomy. The fore- 
casts of a current balance deficit range from 13.2 billion to b4.7 billion 
with a trade deficit of b4 billion to b5.5 billion. About bh2 billion of 
the deficit is due to increased oil prices. The first two months of 1974 
show a trade deficit of £712 million and a current account deficit of 
£659 million. Public sector borrowing, which totalled $2.5 billion in 
1972, has been $714 million in the first three months of 1974 and combined 
with the government's Eurodollar borrowing of $2.5 billion will go part 
of the way to offset this year's deficit. 


Prospects for the Rest of 1974 


The recovery of industry from the power limitations will require 3-5 
months. By July or August, however, productive potential should be back 
to normal growth trends. The economy may grow slowly in the second half 
of the year. The leading influence in such growth would probably be 
exports (the present sterling exchange rate is very competitive) and the 
building up of inventories. 





The setback of the first half has, however, made overall 1974 
growth prospects poor. Forecasts indicate that GDP will not grow in 
real terms during the year. Some even see a decline in real output if 
inventory accumulation is not strong (possibly as a result of company 
liquidity problems). 


There is also the problem of whether demand will weaken as a result 
of the oil price increases and contractionary fiscal policy. The rising 
cost of oil to Britain will not be offset by an equivalent rise in exports 
to the oil producing nations (this is true for all industrial oil-importing 
countries). Thus, there is a reduction in domestic purchasing power, 
and unless offset, this will reduce domestic demand in the U.K. In 
addition, public expenditure has been cut and taxes raised in recent 
months. In December 1973, the Conservative government cut public 
expenditure by 61.2 billion in an effort to reduce demand in 1974. At the 
time, inadequate 0il supply was feared as a constraint which would reduce 
output more than income, creating excess demand and worsening inflationary 
pressures. (0il supply is no longer regarded as a problem in this regard.) 
The new Labour government has now introduced its budget raising tax 
revenues by twice as much as expenditures (i.e. revenues increased by 
£1.4 billion vis-a-vis expenditure increases of £700 million). Its 
strategy is to move resources to the export sector and to retain confidence 
abroad. But this, plus price increases for nationalized industries 
announced in the budget (coal, steel, electricity, postal rates) as well 
as increased sales taxes on gasoline, alcohol, cigarettes, and betting, 
may work in a contractionary way. The government has promised a second 
budget this year which could, if necessary, attempt to reflate demand. 


The prospects for overall growth are not good; the prospects for 
inflation are even worse. The oil price rises, the price increases 
mentioned above for coal, steel, and electricity, and the workings of the 
Stage 3 wage code which has an escalator clause, will lead to an increase 
in retail prices generally predicted to be around 15-17 percent. In 
addition to this there is a question as to whether the unions will exercise 
wage restraint, despite a TUC pledge, particularly in view of the inflation 
rate. 


The government is endeavoring to limit price rises through tighter 
price controls on industry, wholesalers and retailers, through subsidies 
on food, and through restrictive fiscal policy reducing the government 
borrowing requirement. But the efficacy of these is not clear (except 
that the food subsidies will help keep food price rises lower than they 
otherwise would be). The tighter price regulations may inhibit price 
rises, but they also may exacerbate company liquidity problems, cut 
profit margins, and may retard recovery of industry. Moreover, they may 


create distortions in production and distribution and lead to shortages 
of some goods. 





New Tax Measures Affect U.S. Businessmen in U.K. 


The new budget increased the corporate tax rate from 40 to 52 percent. 
The new government has also proposed changes in taxation of foreign income. 
At the time of this writing, the full proposals have not been published. 
Complete details will not be available until the Finance Bill is published 
in late April. On a provisional basis, and subject to possible change, it 
is our understanding that the changes are of two sorts. Foreigners tempor- 
arily working in the U.K. whose employer is resident abroad will, during 
the first five years of their residence, be liable for U.K. tax on half of 
the earnings they receive for the job they do in the U.K. They will not be 
taxed on investment income received outside of the U.K., nor on income from 
private trusts established outside the U.K. unless such funds are remitted 
to the U.K. Neither will they be taxed on earnings from employment outside 
the U.K., but there will be a definitional problem as to what constitutes 
U.K. earnings. The definition of "foreigners temporarily working in Britain 
whose employer is resident abroad" will probably include anyone who would 
not fall into a longer-term definition and be classified as a resident. 


Those foreigners in the short-term category, liable for tax on half 
their earnings stemming from their activities in the U.K., would, in fact, 
benefit from a lower rate of tax because of the progressive tax rates, i.e. 
if total income was £10,000, only £5,000 would be taxed. The tax rate on 
£5,000 would be lower than figuring a tax bill based on an income of 410,000 
and then paying only half that amount based on the £10,000 income. 


The longer-term definition would affect foreigners working or living 
in the U.K. for substantial periods "ordinarily resident here for five out 
of the six preceding tax years" beginning from the tax year April 1976-77 
onwards. Foreigners falling into this category will be treated for income 
tax and capital gains tax as if they were U.K. natives and would be charged 
tax on the basis of world income and capital gains. In the case of overseas 
income arising from employment, pensions and trade, professions and vocations, 
90 percent of such overseas income of residents or natives will be taxed, 
irrespective of the amount remitted to the U.K. The new proposals do not 
affect the provisions for relief of double taxation under which relief is 
given from U.K. tax in respect of foreign tax charged on income arising to 
U.K. residents. There is not yet any clarification on possible changes in 
estate duty that might affect U.S. long-term residents in the U.K. U.K. 
businessmen should keep themselves informed of the current status of the 
proposed tax changes. 


B. IMPLICATIONS FOR THE UNITED STATES 


Despite the bleak outlook in the longer term, Britain will probably 
remain a good market for U.S. products. In the short term, there are 
shortages of many materials and commodities as a result of the industrial 
slowdown which will be met, at least in part, from imports during the 





restocking-of-inventories phase. In the longer term, many British 
industries will continue to grow and require imported materials and 
capital goods. This will be especially true for U.K. industries with a 
high activity in exports, if the government's strategy works. 


Specific Industry Comments 


Aerospace - Prospects for U.S. exports in the aerospace field during 
1974 are even more limited than they were in the previous year. The 
future of the Concorde project, which has a significant U.S. input of 
components and materials, is in serious doubt, and the proposed "Euro- 
plane" cooperative project now has been cancelled. Hawker-Siddeley's 
proposed HS-146 jet feeder liner remains a good prospect for U.S. 
component sales, but virtually the only other attractive U.S. export 
possibilities in view at present are in the supply of parts and consum- 
ables for aircraft now in operation. 


Electronics - Electronic components are, and likely will be for the 
next two years, the subject of heavy market demand in the U.K. because of 
drastic under-production in recent years. U.S. exporters in this field, 
to the extent they can increase production beyond current requirements, 
will find a ready-made market in the U.K. Other segments of the industry 


are not so encouraging, however. Electronic capital goods -- notably 
computer and production control systems -- are expected to move at the 
relatively inactive pace of 1973. Public sector buying will be slow in 
this area. The long-proposed modernization of the Post Office Corporation's 
telephone exchange system in particular will be yet further delayed. The 
outlook for consumer electronics, although mixed, is considerably less 
encouraging than it was a year ago. The market for color television sets, 
for example, is softer due largely to time payment restrictions, general 
contraction of demand, and a fall of consumer confidence. According to 
various industry sources, overall 1974 electrical consumer goods demand 
may well be down by 25 percent in comparison with the previous year. 
Certain types of electronic equipment such as mini-calculators are 
exceptions to this trend, however, and will present reasonally good 

export prospects. 


Electrical Power Generation - A highly significant potential export 
to the U.K. -- light water reactor power installations constructed under 
U.S. licenses -- will become an actuality only if an H.M.G. decision, 
expected soon, is basically in favor of the "import" of this technology. 
Industry leaders are in favor of the purchase of U.S. LWR's as a means 
to insure reliable and timely sources of electrical power in the coming 
decade. There is, however, considerable support within the government for 
continuation of the development of U.K.-designed advanced gas-cooled 
reactors despite the fact that none of the latter installations are yet 
in operation. A further complication with respect to U.S. nuclear reactor 
export prospects is that the precise mix of future power installations as 
between those that will be oil- coal- or nuclear-fueled is not yet 
determined. 





In another area of heavy electrical engineering, export possibilities 
for diesel powered industrial and stand by generators and related power 
equipment are vastly improved as a result of annually recurrent power 
shortages and the recent three-day work week. Generators from fractional 
horsepower to those suitable for power on the individual plant level should 
find a good market in the U.K. over the near term. 


Coal - With coal stocks severely depleted from the prolonged work slow- 
down and subsequent strike and with the oil crisis leading many firms to 
convert to (or back to) coal, there exist major short-term opportunities 
for coal sales to the U.K. In addition, U.K. experts in the coal and energy 
fields are tentatively committed to long term expansion of coal uses. The 
U.K., even after replenishing its reserve stocks, is expected to need sig- 
nificant imports of coal every year for the foreseeable future. Some dis- 
cussions have already begun for truly long term contracts of ten to twenty- 
five years. Continued free market access to the vast U.S. coal reserves is 
of primary importance to those industries contemplating conversion to coal 
or a long term commitment to coal as their prime energy source. 


Steel - Steel, particularly tubular steel for oil exploitation, is 
currently in extremely short supply. Prognosticators disagree as to what 
the duration of the shortage will be. However the long term market may 
turn out, current opportunities are great indeed. 


Chemicals - Shortages in this field appear to be worldwide. Should 
U.S. firms improve supply capacity ahead of other nations, a major market 
exists in the U.K. Resident experts foresee no short or medium term 
relaxation to the demand over supply situation here and prices received 
are very high. 


Channel Tunnel - Work is still in the service and planning stage and 
the new Labour government has agreed to proceed with the £30 million Phase 
II work on the project. Although the new government will undertake its own 
review for work on the subsequent stage of the project (6800 million Phase 
III), the prospects for the overall project appear to be good. U.S. firms, 
leaders in the field of earth moving equipment and modern mining techniques, 
should have major sales opportunities. 


Do-It-Yourself - The Do-It-Yourself market is expanding in the U.K. 
not only as a result of increased hobby interest, but also as service costs 
are rising at a higher than average rate. U.S. hand tools, adhesives, and 
various home gadgets and apparatus capable of personal installation should 
sell well here. There is also a growing trend for individual servicing of 
personal vehicles and a growing market for various self-installed car 
accessories. 


Fashion - While this market is constantly changing and requires sig- 
nificant lead times, various sources report a real opportunity for U.S. 
sportswear for women (both for active participants and for those attending 
sports events) and for children's clothing. U.K. competition is expensive 





in most fashion areas. American swimwear fashions have long been popular 
in Britain. U.S. producers of the above mentioned lines and the long 
successful American lingerie and nightwear fashions should seriously look 
at the U.K. market. 


American Boats and Boating Accessories - U.S. devaluations, inflation 
throughout Europe, higher travel costs and general upgrading of local 


facilities, have all contributed to a trend to look close for vacation 
opportunities. With its vast water recreation areas (streams, lakes, bays 
and oceans) England is a natural market for the recreational boating 
industry. U.S. boats, produced often with fewer hand labor operations and 
having advanced designs, should fare well in Britain. Firms offering boat 
trailers, car top carriers and a variety of water recreation lines should 
also pursue the opportunities here. For example, scuba diving is a rapidly 
growing sport in the U.K.; American equipment is known already as some of 
the finest and most advanced produced. 


General Sporting Equipment - Interest in new sports and in physical 
fitness recreational equipment, added to generally higher production costs 
in the U.K. offer opportunities for U.S. firms. Expenditures on sporting 
and recreational equipment, according to the latest reports, grow at a rate 
of around 10 percent a year. Recently, there has been keen interest in 
home swimming pools. Designs from the U.S. might be of interest. The 
many products which complement the home pool, such as heating, cleaning 
and maintenance equipment and diving boards, platforms, floats. and around 
pool furniture and service items should also meet a receptive market. 


Petroleum Equipment - Prospects in this area are good as progress in 
exploration, production, and transmission of North Sea Oil and gas is 
maintained and even speeded up. At least one land and two undersea pipe- 
lines are now being constructed; others will be started soon. Construction 
of drilling ships, also drilling and production platforms is now well 
underway in Scotland and Northern England. Most types of materials 
including various types of steel and all types of equipment associated 
with offshore platforms are in demand including welding equipment, generators, 
pumps, valves, compressors, barges and tenders, tubular casings, and 
many other items. In the medium term, exploratory drilling is expected to 
increase in the Celtic and Irish Seas with a corresponding need for the 
usual types of support equipment. 


Food and Drink Processing Machinery - Sales of food and drink processing 
machinery excluding grain milling machinery fell off in 1973. A survey 


done in late fall of 1973 indicated that 53 percent of food manufacturers 
and 48 percent of drink and tobacco manufacturers intended to increase 
their capital expenditures on plant and machinery in the next 12 months. 
Import demand, therefore, should hold up well. Imports were up some 38 
percent in 1973 over the previous year. 





Industrial and Process Plant and Equipment is also expected to expand 
during the next 12 months. In addition to the previously announced expan- 


sion plans of the British Steel Corporation to increase its production 
capacity, other new projects have been announced by the Imperial Chemical 
Corporation for expanding ammonia capacity and by other chemical and petro- 
leum companies for increased refinery and tank farm installations. GKN, 
British Rail and British Leyland Motor Corporation had also announced new 
investment plans for 1974. It remains to be seen how fully these will be 
implemented in the light of the present economic difficulties. 


Mechanical Handling Equipment - The general increase in demand for all 
types of mechanical handling equipment for the past two or three years has 
been above average Fork-lift trucks, lifts and hoists, cranes (for ship- 
building, platform construction, and steelworks, but not mobile cranes for 
the building industry) as well as storage systems and conveyors should 
maintain previous demand levels in 1974. 


Metal Working Machine Tool companies in this sector have full order 
books and very lengthy delivery times. 1974 should see firms fully 
occupied and leave room for some imports. As present orders are filled and 
if the normal cycle of demand for machine tools remains true to form, 
domestic demand in the second half of 1974 should tend to weaken. Orders 


and sales of plastics machinery have been and should continue to be good 
unless the worldwide shortage of plastics raw materials persists and dis- 
courages investment. 


Packaging and Bottling Machinery - Demand in this sector should keep 
pace with, if not slightly lead, the food processing industry. Demand for 


Printing and Graphic Arts Equipment has been particularly high. Steeply 
rising costs for paper will tend to temper demand but may be offset by 
increased work orders to British printers, since Continental printing costs 
have become relatively more expensive than in Britain. Sales of refrigera- 
tion machinery will likely decline as investment by the distribution industry 
is expected to slow down, and sales of heating, ventilating and air 
conditioning equipment, while experiencing a continuous increase in demand 
for the past decade, will probably have a moderate setback this year due to 
the depressed building industry. 


Agriculture - U.K. agricultural imports from all sources during 1974 
will probably be down compared to the high level of 1973. At this early 
stage, crop prospects look good. The U.K. government is encouraging 
increased domestic production in order to reduce balance of payments 
difficulties. Also, since joining the EC, increased quantities of agri- 
cultural imports are coming from other EC partners at the expense of third 
countries. Due to progressive elimination of Commonwealth Preferences, the 
U.S. and other non-Commonwealth suppliers should gain a larger portion of 
third country imports. Prospects are for increased imports of U.S. hard 
wheat. Tobacco imports from the U.S., up 5 percent in 1973, may fall back 
in 1974, especially if the budget increase of excise taxes on cigarettes 
depresses consumption. U.S. cotton imports should expand in 1974 since 
Brazil will probably have less to offer and more expensive synthetics will 
improve cotton's competitive position. 
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